notice  of  coNFiDromtopVfcalt^rfrscwd^rtJ  Aiesrapicsarteisa,  person,  you  may 
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W«h  640  Acres  Pooling  Provision 


PAID  UP  OIL  AND  GAS  LEASE 
(No  Surface  Use) 


THIS  LEASE  AGREEMENT  is  made  (his  1st  day  of  April,  200S,  by  and  between  Tlvoll  Garden*,  LLC,  a  Texas  limited  liability  corporation,  whose  address  Is  1990 
South  Bundy  Drive  Suite  100,  Los  Angelas,  California,  80025-5232,  as  Lessor,  arid  P ALOHA  BARNETT.  LLC.  1021  Main  Street.  Suite  26QQ.  Houston.  Texas 
77002-6606,  as  Lessee.  All  printed  portions  of  this  tease  were  prepared  by  the  party  hereinabove  named  as  Lessee,  but  alt  other  provisions  (Including  the  completion  of 
blank  spaces)  were  prepared  jolrrtfy  by  Lessor  and  Lessee. 

1  In  consideration  of  a  cash  bonus  in  hand  paid  and  the  covenants  herein  contained,  Lessor  hereby  grants,  leases  and  lets  exclusively  to  Lessee  the  following  described 
land,  hereinafter  called  leased  premises:  v 

Being  9.625  acres  of  land  situated  in  Tarrant  County,  Texas,  and  being  all  of  Tract  C,  Block  13,  Stonerldge  Addition,  Second  Installment  and 
addition  to  the  City  of  Arlington,  Tarrant  County,  Texas,  according  to  the  plat  thereof,  recorded  In  Volume  388-50,  Page  63,  Plat  Records, 
Tarrant  County,  Texas  and  amendments  thereof,  Including  streets,  easements,  and  alleyways  adjacent  thereto,  and  any  riparian  rights. 


See  Exhibit  "B",  attached  hereto  for  additional  provisions. 


in  the  County  of  Tarrant,  State  of  TEXAS,  containing  9.625  gross  acres,  more  or  less  {including  any  interests  therein  which  Lessor  may  hereafter  acquire 
by  reversion,  prescnption  or  otherwise),  for  the  purpose  of  exploring  for,  developing,  producing  and  marketing  oil  and  gas,  along  with  ail  hydrocarbon 
and  nan  hydrocarbon  substances  produced  in  association  therewith  (including  geophysical/seismic  operations}.  The  term  "gas"  as  used  herein  includes 
helium,  carbon  dioxide  and  other  commercial  gases,  as  well  as  hydrocarbon  gases.  In  addition  to  the  above-described  leased  premises  this  lease  also 
covers  accretions  and  any  small  strips  or  parcels  of  land  now  or  hereafter  owned  by  Lessor  which  are  contiguous  or  adjacent  to  fhe  above^escribed 
leased  premises,  and.  in  consideration  of  the  aforementioned  cash  bonus,  Lessor  agrees  to  execute  at  Lessee's  request  any  additional  or  supplemental 
instruments  for  a  more  complete  or  accurals  description  of  the  land  so  covered.  For  the  purpose  of  determining  the  amount  of  any  shut-in  royalties 
hereunder,  the  number  of  gross  acres  above  specified  shall  be  deemed  correct,  whether  actually  more  or  less. 

»,  2^Th'S  lea1se-  which  is  ?  "Pa^-up"  lease  requiring  no  rentals,  shall  be  in  force  for  a  primary  term  of  3  years  from  the  date  hereof,  and  for  as  long 
thereafter  as  oil  or  gas  or  other  substances  covered  hereby  are  produced  in  paying  quantities  from  the  leased  premises  or  from  lands  pooled  therewith 
or  this  iease  is  otherwise  maintained  in  effect  pursuant  to  the  provisions  hereof.  »w«wriui 

^..iL^Tl!'!5  °n  0il  9a!  ^  ?ther  substancss  Produced  and  saved  hereunder  shall  be  paid  by  Lessee  to  Lessor  as  follows:  (a)  For  oil  and  other 
liquid  hydrocarbons  separated  at  Lessee  s  separator  facilities,  the  royalty  shali  be  25%  of  such  production,  to  be  delivered  at  Lessee's  option  to  Lessor 
at  the  wellhead  or  to  Lessor  s  credil  at  the  oil  purchaser's  transportation  facilities,  provided  that  Lessee  shall  have  the  continuing  right  to  purchase  such 
aLm  i«  T  ?  ^        a?  market  P08  th,en  Prevalll"9 in  the  same  fieki  {or  rf  there  is  no  such  price  then  prevailing  in  the  same  field,  then  in  the  nearest 

™lldl!™^  pradSon  °f  ,sim^r  g,rade  and  gravity;  (b> for  9as  (includin9  cas^nead  gas)  and  all  other  substances 

covered  hereby,  the  royalty  shall  be  23%  of  the  proceeds  realized  by  Lessee  from  the  sale  thereof,  less  a  proportionate  pari  of  ad  valorem  taxes  and 

EL  '  SSVe-an^L °/ ,°ther  ex^f, taxes  and  the  C03ts  incurred  Lessee  in  Slivering,  processing  or  otherwise  marketing  such  gas  or  other 
2 F.JLS.i!^ e???/Shailt*Va  the  continuin9  n'9nt  t0  Purchase  such  production  at  the  prevailing  wellhead  market  price  paid  for  production 
of  simtlar  qualify  in  the  same  field  (or  rr  there  is  no  such  price  then  prevailing  in  fhe  same  field,  then  in  the  nearest  field  in  which  there  is  such  a  prevailing 
nnXL^K  t0  .^Parable  Purchase  contracts  entered  into  on  the  same  or  nearest  preceding  date  as  the  date  on  which  Lessee  commences  its 
purchases  hereunder,  and  (c)  rf  at  the  end  of  the  primary  term  or  any  lime  thereafter  one  or  more  wells  on  the  leased  premises  or  lands  pooled  therewith 
'2fte°  erthher  Producing  «l  or  g»  or  other  substances  covered  hereby  in  paying  quantities  or  such  wells  are  waiting  on  hydraulic  fracture 
stimulation,  but  such  well  or  welte  are  either  shut-in  or  production  therefrom  is  not  being  sold  by  Lessee,  such  well  orwells  shall  nevertheless  be  deemed 
?«SfJ2S:,!?n9*  PaX,naj1uantltiesif0[[  the  purpose  of  maintaining  this  lease.  If  for  a  period  of  90  consecutive  days  such  well  or  wells  are  shul-in  or 
production  (herefrom  is  not  being  sold  by  Lessee,  then  Lessee  shall  pay  shut-in  royalty  of  one  dollar  per  acre  then  covered  by  this  lease,  such  payment 
to  be  made  to  Lessor  or  to  Lessor's  credil  in  the  depository  designated  below,  on  or  before  the  end  of  said  90-day  period  and  (hereafter  on  or  before 
each  anniversary  of  the  end  of  said  90-day  period  while  the  well  or  wells  are  shut-in  or  production  therefrom  is  not  being  sold  by  Lessee-  provided  that  if 
his  lease  is  otherwise  being  maintained  by  operations,  or  if  production  is  being  sold  by  Lessee  from  another  well  or  wells  on  the  leased  premises  or 

HAS0!6?  ,htrewi,h'  "°  shuE"'n  *****  ?ha"  be  due  Ufltil  the  and  of  the  30-day  Parted  next  foliowing  cessation  of  such  operations  or  production, 
Lessee  s  failure  to  property  pay  shul-m  royalty  shall  render  Lessee  liable  for  the  amount  due,  but  shall  not  operate  to  terminate  this  lease 

4.  All  shut-in  royalty  payments  under  this  lease  shall  be  paid  or  tendered  to  Lessor  or  to  Lessor's  credit  in  at  lessor's  address  ahov*.  0r  i!s 
successors,  which  shall  be  Lessors  depository  agent  for  receiving  payments  regardless  of  changes  in  the  ownership  of  said  land  Ail  payments  or 
2SS ^  m  I'"  CUrrerC£  °1by  ^f*  0r  by  draft  and  such  Pav,™nte  or  tenders  to  Lessor  or  to  the  depository  by  deposit  in  the  US  Mails  in  a 

?  E ff  ?T.0pe  addressed ' to  «»  depository  or  to  the  Lessor  at  the  last  address  known  to  Lessee  shalf  constitute  proper  payment.  If  the  depository 
should  liquidate  or  be  succeeded  by  another  institution,  or  for  any  reason  fail  or  refuse  to  accept  payment  hereunder.  Lessor  shall  at  Lessee's  request 
deliver  to  Lessee  a  proper  recordable  instrument  naming  another  institution  as  depository  agent  lo  receive  payments 

h  .  ?>'  W  aS  p^vlded. for  'n  Paragraph  3.  above,  if  Lessee  drills  a  well  which  is  incapable  of  producing  in  paying  quantities  (hereinafter  called  "dry 
hole  }  on  the  leased  premises  or  lands  pooled  therewith,  or  if  all  production  (whether  or  not  in  paying  quantities)  permanently  ceases  from  any  cause 
including  a  revision  of  unit  boundaries  pursuant  to  the  provisions  of  Paragraph  6  or  the  action  of  any  governmental  authority,  then  In  the  event  this  lease 
a  not  otherwise  being  maintained  in  force  il  shall  nevertheless  remain  in  force  if  Lessee  commences  operations  for  reworking  an  existing  well  or  for 
dnllmg  an  additional  well  or  for  otherwise  obtaining  or  resforing  production  on  the  leased  premises  or  lands  pooled  therewith  within  90  days  after 
SiSIW\S  0pera1lon5  °n  fUCh  dry  .ho,le  or  within  90  days  afler  such  cessation  of  all  production.  If  at  the  end  of  the  primary  term,  or  at  any  time 
thereafter,  this  lease  is  not  otherwise  being  maintained  in  force  but  Lessee  Is  Ihen  engaged  In  drilling,  reworking  or  any  other  operations  reasonably 
calculated  to  obtain  or  restore  production  therefrom,  this  lease  shall  remain  in  force  so  long  as  any  one  or  more  of  such  operations  are  prosecuted  with 
!tS  S  mo.u  ,ha"  90  c?r«?cu?«  day^  »  any  such  operations  result  in  the  production  of  oil  or  gas  or  other  substances  covered  hereby  as 
long  thereafter  as  there  is  production  In  paying  quantities  from  the  leased  premises  or  lands  pooled  therewith.  After  completion  of  a  well  capable  of 
producing  in  paying  quantities  hereunder,  Lessee  shall  drill  such  additional  wells  on  the  leased  premises  or  lands  pooled  therewith  as  a  reasonably 
prudent  operator  woufci  drill  under  the  same  or  similar  circumstances  to  (a)  develop  the  leased  premises  as  to  formations  then  capable  of  producing  in 
paying  quantities  on  the  leased  premises  or  lands  pooled  therewith,  or  (b)  to  protect  the  leased  premises  from  uncompensated  drainage  by  any  weS  or 
Sde^dherer  therewith.  There  shall  be  no  covenant  to  drill  exploratory  welEs  or  any  additional  wells  except  as  expressly 

6.  Lessee  shall  have  the  righl  but  not  the  obligation  to  pool  all  or  any  part  of  the  leased  premises  or  interest  (herein  with  any  other  lands  or  inlerests 
as  to  any  or  all  depths  or  zones,  and  as  to  any  or  all  substances  covered  by  this  lease,  either  before  or  after  the  commencement  of  production' 

^n^r^t?eSee,deemS  5  ^C&SlB^°T  Proper  to-  d0  so  in  order  t0  Prudent|y  deveE°P  o'  operate  the  leased  premises,  whether  or  not  similar  pooling 
authorrty  exists  with  respect  to  such  other  lands  or  Interests.  The  unit  formed  by  such  pooling  for  an  oil  well  which  is  not  a  horizontal  completion  shall  not 

.  .a°reS  P  ? <™aX'T  J??!9e.toteanoe  of  10%.  and  for  a  gas  well  or  a  horizontal  completion  shall  not  exceed  640  acres  plus  a  maximum 
n27 "J?  ?       I  Provided  that  a  larger  unit  may  be  formed  for  an  oil  well  or  gas  well  or  horizontal  completion  to  conform  to  any  well  spacing™ 
£^S5S  ?J  umay  ta  JET!^ d  "  pemltted  by  any  9ovemmental  authority  having  jurisdiction  to  do  so.  For  the  purpose  of  the  foregoing,  the 
rZJrfSlTS  ■  It  SLIT      f  *KVe  t^J1?anlnfl;  Presc?*d  ^  applicable  law  or  the  appropriate  governmental  authority,  or,  if  no  definftion  is  so 
S  oMnh  nn 7t hEETi™"      aS     f  ?aS"2"  ^ less  than  100'00t>  cubic  feet  per  baTOl  and  ^as  we"" means  an  initial  gas-o* 

S2S  .  barrel'  baS6d  °"  24"h0ur  P™***0"  lest  conducted  under  normal  producing  conditions  using  standard  lease 

separator  facilities  or  equivalent  testing  equipment;  and  the  term  "horizontal  completion"  means  an  oil  well  in  which  the  horizontal  component  of  (he 


component  of  the  gross  completion  Interval  in  t..  .eservolr  exceeds  the  .vertical  component  thereof.  In  exercising  Its  pooling  rights  hereunder.  Lessee 
shall  file  of  record  a  written  declaration  describing  the  unit  and  stating  the  effective  date  of  pooling.  Production,  drilling  or  reworking  operations 
anywhere  on  a  unit  which  includes  all  or  any  part  of  the  leased  premises  shall  be  treated  as  if  it  were  production,  drilling  or  reworking  operations  on  the 
leased  premises,  except  that  the  production  on  which  Lessor's  royalty  is  calculated  shall  be  that  proportion  of  the  total  unit  production  which  the  net 
acreage  covered  by  this  lease  and  Incftjded  In  the  unit  bears  to  the  total  gross  acreage  In  the  unit,  but  only  to  the  extent  such  proportion  of  unit 
production  is  sold  by  Lessee.  Pooling  In  one  or  more  Instances  shall  not  exhaust  Lessee's  pooling  rights  hereunder,  and  Lessee  shall  have  the  recurring 
right  but  not  ths  obligation  to  revise  any  unit  formed  hereunder  by  expansion  or  contraction  or  both,  either  before  or  after  commencement  of  production, 
in  order  to  conform  to  the  well  spacing  or  density  pattern  prescribed  or  permitted  by  the  governmental  authority  having  Jurisdiction,  or  to  conform  to  any 
productive  acreage  determination  made  by  such  governmental  authority.  In  making  such  a  revision,  Lessee  shall  file  of  record  a  written  declaration 
describing  the  revised  unit  and  stating  the  effective  date  of  revision.  To  the  extent  any  portion  of  the  leased  premises  Is  Included  in  or  excluded  from  the 
unit  by  virtue  of  such  revision,  the  proportion  of  unit  production  on  which  royalties  are  payable  hereunder  shall  thereafter  be  adjusted  accordingly.  In  the 
absence  of  production  In  paying  quantities  from  a  unit,  or  upon  permanent  cessation  thereof,  Lessee  may  terminate  the  unit  by  filing  of  record  a  written 
declaration  describing  the  unit  and  stating  the  date  of  termination.  Pooling  hereunder  shall  not  constitute  a  cross-conveyance  of  interests. 

7.  If  Lessor  owns  less  than  the  full  mineral  estate  In  all  or  any  part  of  the  leased  premises,  the  royalties  and  shut-In  royalties  payable  hereunder  for 
any  well  on  any  part  of  the  leased  premises  or  lands  pooled  therewith  shall  be  reduced  to  the  proportion  that  Lessor's  interest  in  such  part  of  the  leased 
premises  bears  to  the  fuB  mineral  estate  In  such  part  of  the  leased  premises. 

8.  The  interest  of  either  Lessor  or  Lessee  hereunder  may  be  assigned,  devised  or  otherwise  transferred  In  whole  or  in  part,  by  area  and/or  by  depth 
or  zone,  and  the  rights  and  obligations  of  Vie  parlies  hereunder  shall  extend  to  their  respective  heirs,  devisees,  executors,  administrators,  successors 
and  assigns.  No  change  in  Lessor's  ownership  shell  have  the  effect  of  reducing  the  rights  or  enlarging  the  obligations  of  Lessee  hereunder,  and  no 
change  in  ownership  shall  be  binding  on  Lessee  until  60  days  after  Lessee  has  been  furnished  the  original  or  certified  or  duly  authenticated  copies  of  the 
documents  establishing  such  change  of  ownership  to  the  satisfaction  of  Lessee  or  until  Lessor  has  satisfied  the  notification  requirements  contained  in 
Lessee's  usual  form  of  division  order.  In  the  event  of  the  death  of  any  person  entitled  to  shut-In  royalties  hereunder,  Lessee  may  pay  or  tender  such 
shut-in  royalties  to  the  credit  of  decedent  or  decedent's  estate  in  the  depository  designated  above,  tf  at  any  time  two  or  more  persons  are  entitled  to 
shut-in  royalties  hereunder,  Lessee  may  pay  or  tender  such  shut-in  royalties  to  such  persons  or  to  their  credit  in  the  depository,  either  jointly  or 
separately  in  proportion  to  the  interest  which  each  owns.  If  Lessee  transfers  its  interest  hereunder  in  whole  or  In  part  Lessee  shall  be  relieved  of  ail 
obligations  thereafter  arising  with  respect  to  the  transferred  interest,  and  failure  of  the  transferee  to  satisfy  such  obligations  with  respect  to  the 
transferred  interest  shall  not  affect  the  rights  of  Lessee  with  respect  to  any  interest  not  so  transferred.  If  Lessee  transfers  a  full  or  undivided  interest  in  all 
or  any  portion  of  the  area  covered  by  this  lease,  the  obligation  to  pay  or  tender  shut-in  royalties  hereunder  shall  be  divided  between  Lessee  and  the 
transferee  in  proportion  to  the  net  acreage  interest  In  this  Cease  then  held  by  each. 

9.  Lessee  may,  at  any  time  and  from  time  to  time,  deliver  to  Lessor  or  Hie  of  record  a  written  release  of  this  lease  as  to  a  full  or  undivided  Interest  In 
ali  or  any  portion  of  the  area  covered  by  this  lease  or  any  depths  or  zones  thereunder,  and  shall  thereupon  be  relieved  of  all  obligations  thereafter  arising 
with  respect  to  the  interest  so  released.  If  Lessee  releases  all  or  an  undivided  interest  in  less  than  all  of  the  area  covered  hereby,  Lessee's  obligation  to 
pay  or  tender  shut-in  royalties  shall  be  proportionately  reduced  In  accordance  with  the  net  acreage  interest  retained  hereunder. 

1 0.  In  exploring  for,  developing,  producing  and  marketing  oil,  gas  and  other  substances  covered  hereby  on  the  leased  premises  or  lands  pooled  or 
unitized  herewith,  in  primary  and/or  enhanced  recovery,  Lessee  shall  have  the  right  of  ingress  and  egress  atong  with  the  right  to  conduct  such 
operations  on  the  leased  premises  as  may  be  reasonably  necessary  for  such  purposes.  Including  but  not  limited  to  geophysical  operations,  the  drilling  of 
wells,  and  the  construction  and  use  of  roads,  canals,  pipelines,  tanks,  water  wells,  disposal  welEs,  injection  wells,  pits,  electric  and  telephone  lines,  power 
stations,  and  other  facilities  deemed  necessary  by  Lessee  to  discover,  produce,  store,  treat  and/or  transport  production.  Lessee  may  use  In  such 
operations,  free  of  cost,  any  oil,  gas,  water  and/or  other  substances  produced  on  the  leased  premises,  except  water  from  Lessor's  wells  or  ponds.  In 
exploring,  developing,  producing  or  marketing  from  the  leased  premises  or  lands  pooled  therewith,  the  ancillary  rights  granted  herein  shall  apply  (a)  to 
the  entire  leased  premises  described  In  Paragraph  1  above,  notwithstanding  any  partial  release  or  other  partial  termination  of  this  lease;  and  (b)  to  any 
other  lands  in  which  Lessor  now  or  hereafter  has  authority  to  grant  such  rights  In  the  vicinity  of  the  leased  premises  or  lands  pooEed  therewith.  When 
requested  by  Lessor  in  writing,  Lessee  shall  bury  Its  pipelines  below  ordinary  plow  depth  on  cultivated  lands.  No  well  Shalt  be  located  less  than  200  feet 
from  any  house  or  bam  now  on  the  leased  premises  or  other  lands  used  by  Lessee  hereunder,  without  Lessor's  consent,  and  Lessee  shaU  pay  for 
damage  caused  by  its  operations  to  buildings  and  other  improvements  now  on  the  leased  premises  or  such  other  lands,  and  to  commercial  timber  and 
growing  crops  thereon.  Lessee  shall  have  the  right  at  any  time  to  remove  Its  fixtures,  equipment  and  materials,  Including  well  casing,  from  the  leased 
premises  or  such  other  lands  during  the  term  of  this  lease  or  within  a  reasonable  time  thereafter. 

11.  Lessee's  obligations  under  this  lease,  whether  express  or  implied,  shall  be  subject  to  all  applicable  laws,  rules,  regulations  and  orders  of  any 
governmental  authority  having  jurisdiction  Including  restrictions  on  the  drilling  and  production  of  welts,  and  the  price  of  oil,  gas,  and  other  substances 
covered  hereby.  When  drilling,  reworking,  production  or  other  operations  are  prevented  or  delayed  by  such  laws,  rules,  regulations  or  orders,  or  by 
Inability  to  obtain  necessary  permits,  equipment,  services,  material,  water,  electricity,  fuel,  access  or  easements,  or  by  fire,  flood,  adverse  weather 
conditions,  war,  sabotage,  rebellion,  Insurrection,  riot,  strike  or  labor  disputes,  or  by  inability  to  obtain  a  satisfactory  market  for  production  or  failure  of 
purchasers  or  carriers  to  take  or  transport  such  production,  or  by  any  other  cause  not  reasonably  within  Lessee's  control,  this  lease  shall  not  terminate 
because  of  such  prevention  or  delay,  and  at  Lessee's  option,  the  period  of  such  prevention  or  delay  shall  be  added  to  the  term  hereof.  Lessee  shall  not 
be  liable  for  breach  of  any  express  or  implied  covenants  of  this  lease  when  drilling,  production  or  other  operations  are  so  prevented,  delayed  or 
interrupted. 

12.  In  the  event  that  Lessor,  during  the  primary  term  of  this  lease,  receives  a  bona  fide  offer  which  Lessor  is  willtog  to  accept  from  any  party  offering 
to  purchase  from  Lessor  a  tease  covering  any  or  all  of  the  substances  covered  by  this  lease  and  covering  all  or  a  portion  of  the  land  deserted  herein, 
with  the  lease  becoming  effective  upon  expiration  of  this  lease.  Lessor  hereby  agrees  to  notify  Lessee  in  writing  of  said  offer  Immediately,  Including  In 
the  notice  the  name  and  address  of  the  offeror,  the  price  offered  and  all  other  pertinent  terms  and  conditions  of  the  offer.  Lessee,  for  a  period  of  fifteen 
days  after  receipt  of  the  notice,  shall  have  the  prior  and  preferred  right  and  option  to  purchase  the  tease  or  part  thereof  or  interest  therein,  covered  by  the 
offer  at  the  price  and  according  to  the  terms  and  conditions  specified  in  the  offer, 

13.  No  litigation  shall  be  initiated  by  Lessor  with  respect  to  any  breach  or  default  by  Lessee  hereunder,  for  a  period  of  at  least  90  days  after  Lessor 
has  given  Lessee  written  notice  fully  describing  the  breach  or  default,  and  then  only  If  Lessee  falls  to  remedy  the  breach  or  default,  within  such  period. 
In  the  event  the  matter  Is  litigated  and  there  is  a  final  judicial  determination  that  a  breach  or  default  has  occurred,  this  lease  shall  not  be  forfeited  or 
canceled  in  whole  or  in  part  unless  Lessee  is  given  a  reasonable  time  after  said  judicial  determination  to  remedy  the  breach  or  default  and  Lessee  falls 
to  do  so, 

14.  For  the  same  consideration  recited  above,  Lessor  hereby  grants,  assigns  and  conveys  unto  Lessee,  Its  successors  and  assigns,  a  perpetual 
subsurface  well  bore  easement  under  and  through  the  leased  premises  for  the  placement  of  well  bores  (along  routes  selected  by  Lessee)  from  oil  or  gas 
wells  the  surface  locations  of  which  are  situated  on  other  tracts  of  land  and  which  are  not  intended  to  develop  the  leased  premises  or  lands  pooled 
therewith  and  from  which  Lessor  shall  have  no  right  to  royalty  or  other  benefit  Such  subsurface  well  bore  easements  shall  run  with  the  land  and  survive 
any  termination  of  this  lease. 

15.  Lessor  hereby  warrants  and  agrees  to  defend  title  conveyed  to  Lessee  hereunder,  and  agrees  that  Lessee  at  Lessee's  option  may  pay  and 
discharge  any  taxes,  mortgages  or  liens  existing,  levied  or  assessed  on  or  against  the  leased  premises.  If  Lessee  exercises  such  option,  Lessee  shall 
be  subrogated  to  the  rights  of  the  party  to  whom  payment  is  made,  and,  in  addition  to  Its  other  rights,  may  reimburse  itself  out  of  any  royalties  or  shut-n 
royalties  otherwise  payable  to  Lessor  hereunder.  In  the  event  Lessee  Is  made  aware  of  any  claim  inconsistent  with  Lessors  title,  Lessee  may  suspend 
the  payment  of  royalties  and  shut-in  royalties  hereunder,  without  interest,  until  Lessee  has  been  furnished  satisfactory  evidence  that  such  claim  has 
been  resolved. 

1 6.  Notwithstanding  anything  contained  to  the  contrary  In  this  lease,  Lessee  shall  not  have  any  rights  to  use  the  surface  of  the  leased  premises  for 
drilling  or  other  operations. 

17.  Lessor,  and  their  successors  and  assigns,  hereby  grants  Lessee  an  option  to  extend  the  primary  term  of  this  lease  for  an  additional  period  of 
2  years  from  the  end  of  the  primary  term  by  paying  or  tendering  to  Lessor  prior  to  the  end  of  the  primary  term  the  same  bonus  consideration,  terms  and 
conditions  as  granted  for  this  lease. 

DISCLAIMER  OF  REPRESENTATIONS:  Lessor  acknowledges  that  oil  and  gas  lease  payments,  In  the  form  of  rental,  bonus  and  royalty,  are 
market  sensitive  and  may  vary  depending  on  multiple  factors  and  that  this  Lease  is  the  product  of  good  faith  negotiations.  Lessor 
understands  that  these  lease  payments  and  terms  are  final  and  that  Lessor  entered  Into  this  lease  without  duress  or  undue  Influence.  Lessor 
recognizes  that  lease  values  could  go  up  or  down  depending  on  market  conditions.  Lessor  acknowledges  that  no  representations  or 
assurances  were  made  In  the  negotiation  of  this  lease  that  Lessor  would  get  the  highest  price  or  different  terms  depending  on  future  market 
conditions.  Neither  party  to  this  lease  will  seek  to  alter  the  terms  of  this  transaction  based  upon  any  differing  terms  which  Lessee  has  or  may 
negotiate  with  any  other  lessors/oil  and  gas  owners. 


Page  2 

Paid  Up  Oil  and  Gas  Lease 


in  WITNESS  WHEREOF,  this  lease  is  executed  to  be  effective  as  of  the  date  first  written  above,  but  upon  execution  shaH  be  binding  on  the 
slgnatol^Te  "gnato^ .  hZ  d«l«U  executors,  administrators,  successors  and  assigns,  whether  or  not  this  lease  has  been  executed  by  all 
parties  hereinabove  named  as  Lessor. 


LESSOR 


Yivoll  Grffdens,  LLC  a  Texas  Limited  Liability  Company 
David  T.Mercer  CEO 
1990  S.  Bundy  Drive,  Suite  250 
Los  Angeles,  California  90025 


State  of  California  § 
County  of  Los  Angeles  § 


On  April  1,  2008  before  me,  Kathy  Lytes  a  Notary  Public,  personally  appeared  David  T  Mercer  who  P>w*  *  me  ot  ^JS®  * 
satisfactory  evidence  to  be  the  person  whose  name  is  subscribed  to  the  wtthln  instrument  and  acknowledged  to  me  that  hej^arted 
thVsamiin  his  authorized  capacity,  and  that  by  his  signature  on  the  instrument  the  person,  or  the  entity  upon  behalf  of  wtoch  the 
person  acted,  executed  the  instrument. 


certify  under  Penalty  of  Perjury  under  the  laws  of  the  State  of  California  that  the  foregoing  paragraph  Is  true  and  correct 


WITNESS  my  hand 


H  ifc  iT   ~  * 


KATHY  LYLES 
Commission*  151flt28  ! 
Notary  Public  -  California  \ 
Los  Angeles  County  j 
My  Comm.  Expires  Oct  7. 2006 1 

<y  iqp  Mtfl  i  Htf>  m|P  W>  MP  if  w  < 


RECORDING  INFORMATION 


STATE  OF  TEXAS 
County  of   _ 


This  instrument  was  filed  for  record  on  the  

Book  _.PaQ6  .of  the 


day  of. 


.20. 


o'clock  M.,  and  duly  recorded  In 


records  of  this  office. 


Clerk  (or  Deputy) 
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EXHIBIT  WB" 


ATTACHED  TO  AND  MADE  A  PART  OF  THAT  CERTAIN  OIL  AND  GAS  LEASE  DATED 
APRIL  1, 2008,  BY  AND  BETWEEN  TIVOLI  GARDENS,  LLC,  A  TEXAS  LIMITED  LIABILITY 
CORPORATION,  AS  LESSOR,  AND  PALOMA  BARNETT,  LLC,  AS  LESSEE, 

16.  Pooling.  Notwithstanding  anything  herein  contained  in  the  printed  portion  of  this  Lease  to  the  contrary, 
in  the  event  Lessee,  his  heirs  or  assigns,  exercises  his  right  to  pool  or  unitize  this  Lease  and  the  land 
covered  hereby  for  gas  or  minerals  with  other  lands  and/or  leases  as  provided  in  herein,  all  and  not  part  of 
this  Lease  shall  be  unitized  in  any  pool  or  gas  unit  so  formed.  In  other  words,  should  this  Lease  be  included 
in  any  pooled  gas  unit,  said  pooling  provisions  shall  be  ineSective  unless  all  of  the  land  covered  by  this 
lease  is  included  in  any  gas  unit  so  formed. 

1 7.  Depth.  It  is  expressly  agreed  and  understood  that  at  the  end  of  the  primary  term  herein  or  the  expiration 
of  the  operations,  additional  drilling,  reworking  and  continuous  development  provisions  of  this  Lease, 
whichever  is  later,  this  Lease  shall  terminate  as  to  all  depths  one  hundred  (100)  feet  below  the  stratigraphic 
equivalent  of  the  base  of  the  deepest  producing  formation  (or  formation  capable  of  producing  in  paying 
quantities)  of  any  well  located  upon  the  lease  premises  or  on  lands  pooled  therewith. 

1 8.  Title.  Lessor  does  not  warrant  title  to  the  mineral  rights  under  the  Leased  premises.  In  the  event  all  or 
part  of  the  Lessor's  title  should  fail,  then  Lessor  shall  have  no  liability  for  sucb  failure  other  then  refunding 
that  portion  of  the  bonus  paid  for  this  Lease  attributable  to  the  interest  as  to  which  title  has  failed. 

19.  Shut-In.  Lessee  may  not  maintain  this  Lease  in  effect  solely  by  the  payment  of  shut  in  royalties  for  (i) 
any  one  period  of  more  than  Two  (2)  consecutive  years  or  (ii)  for  shorter  periods  from  time  to  time  not 
exceeding  five  (5)  years  in  the  aggregate. 

20.  Cost.  Lessor's  royalty  shall  be  free  and  clear  of  all  costs  and  expenses  whatsoever  including  expenses 
of  separation,  compression,  marketing,  transportation,  treating  or  manufacturing  oil  or  gas  produced 
hereunder,  save  and  except  ad  valorem  and  production  taxes.  Provided,  however,  Lessor's  royalty  shall  be 
subject  proportionately  to  any  charges  incurred  by  Lessee  for  compressing,  treating,  processing,  gathering, 
transporting  and  marketing  under  Lessee's  gas  purchase  contract  with  a  nonaffiliated  third  parry  covering 
the  sale  of  production  from  the  lands  included  in  this  lease,  these  cost  will  not  exceed  Twenty-Five  (25) 
Cents  per  thousand  cubic  feet. 

2 1 .  Non-Development.  This  is  a  non-development  Oil  &  Gas  Lease,  whereby  Lessee,  its  successors  or 
assigns,  shall  not  conduct  any  operations,  as  defined  herein,  on  the  surface  of  said  lands.  However,  Lessee 
shall  have  the  right  to  pool  or  unitize  said  lands,  or  part  thereof,  with  other  lands  to  comprise  an  oil  and/or 
gas  development  unit.  This  clause  shall  take  precedence  over  any  reference  of  the  surface  operations 
contained  within  the  preprinted  portion  of  this  lease. 


